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What should be the LDCs‘ engine of growti? 


Exiracts from the Janeway lectures on 
The evolution of the international ece- 


nomic order” given by Sir W. Arthur 
Lewis at Princeton University (U.S.A,Jin 


Bake : wiper ony 
March i ’ Protessor Lewis Wil be one 


of two speakers at the forihcoming 
annual iecture program of the Per 
Jacobsson Foundation. The lecture pro- 
qram is scheduied to take place on 
Sunday, September 25,1977, at 2:30 
o.m. in the atrium of the Fund's head- 
quarters building in Washington, D.C. 


The final element of the international 
economic order | wish to consider is the 
dependence of the developing countries on 
imports into the developed countries for 
them engine of growth. Wien the devel- 
oped countries are expanding, as in the 
thirty years up to 1913, the developing 
countries move ahead; when the devel- 
oped are depressed, as for practically the 
three decades which included the twa 
worid wars, the developing are almost at 
a standstill, And when the developed 
revive and grow faster than ever, as 
between 1950 and 1973, the developing 
also grow faster than ever.... 

This sort of dependence is inconsistent 
with one of the objectives of the developing 
countries, namely that their per capita 
incomes shouid grow faster than those of 
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the developed—that the gap between 
standards of living be narrowed, and 
ultimately eliminated. | think most peopie 
interested in international relations would 
welcome the narrowing of the gap, 
whether they are rich or poor. But consider 
the effects of the link. Theoretically, one of 
ihe simpler ways of narrowing ihe gap 
would be for the richer countries to grow 
less rapidly, as their environmentalists are 
urging them to do. But if the richer 
countries grow jess rapidly, the poorer 
countries will grow iess rapidly too, and 
will indeed get the worst of the bargain, 
since the terms of trade wiil move against 
them.... 


When the LDCs switch from exporting 
primary products to exporting manufac- 
tures to the rich countries they exchange 
one dependence for another. The potential 
scope is much wider. There is a iimit to the 
amount of tea or cocoa or coffee tiai the 
rich countries will buy, but with exports of 
manufactures from LDCs standing only at 
8 per cent of world trade in manufactures 
in 1975, potentiaily unlimited growth is 
available in this area to LDCs over the next 
decade or so.... 

The fact is that the LDCs shouid not have 
to be producing primarily for deveioped 
country markets. in the first piace, they 


couid trade more with each other, and be 
less dependent on the developed countries 
for trade. Tne LDCs have within them 
selves ail that is required for growin. 

If there is going to be an exception to this 
underlying dependence, it is going to ve in 
the area of food. Currently the LCs have 
enough land to feed themse.ves ‘f iiey 
cultivate it properly, but their papwaiions 
are growiny sapidiy, and thig may net 
always be so. if population overiaxes food 
supply in Asia, the Asians win .onk to the 
rest of the worid for cheap food. if this is 
nat forthcoming they will aiaosi certainly 
look for jand. fhree ceniunes ago North 
and Souih America, Austraiia ana Africa 
were emply continents, The world's 
population was concentrated in Eurape 
and Asia. the Europeans seized the two 
Americas and Australia, and commenced a 
rapid peopiing of these coniments, to the 
exclusion of Asians. They also taught the 
Asians how to bring about a population 
explosion. Now that the Asians have 
followed their exampie and doubied the 
rate of growth, they tog need more space. 
This will not be a probiers if tie Asians 
quickly contro: their growin: or if 
agricultural technology improves even 
faster than we expect; or if Eurone ana ihe 
Americas can feed tive Asians cheaply, and 
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the expansion of world trade, maintaining 
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take Asian manufactures in return, Other- 
wise, the prospect for intercontinental 
peace in the twenty-first century is not 
good, 


. We keep telling LDCs that they should 
form customs unions to enjoy the benefits 
ef regional integration, especially in co- 
ordinating their industrial development. 
They iry to do this, and have produced a 
series of integration treaties, in’ Latin 
America, Central America, Andean Ameri- 
ca, West Africa, East Africa and South East 
Asia, all of which are in deep troubie. The 
two main reasons are well known. First, 
each country wishes to produce for itseif 
ihe whole range of light manufactures, so 
it is realiy oniy a few large-scale heavy 
industries that are in practice eligible for 
integration, and over these there is much 
quarreiling, Secondly in every region sorhe 
countries are more advanced than others, 
and benefit more from integration, at the 
expense of the others. So the agreement is 
unstabie, 

Actuaily, up-and-coming industrial na- 
tions do not depend on protection in the 
markets of impoverished neighbours. They 
go where the market is, namely in the rich 
countries... . The up-and-coming indus- 
trial nations of the next two decades, ied by 
Brazil, Mexico and India are going to make 
their way primarily through trading with 
the richer countries rather than through 
trading witht the poorer. The parceiling of 
the world market into a set of regional 
enciaves has some merit if the developed 
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countries close off their markets to the 
manufactures of deveioping countries. if 
not, it will not survive except where it is 
cemented by strong political considera- 
tions, as in Western Europe, 

In any case the individuai LDC does not 
have to be so cependent on exports in its 
development strategy. It should look more 
to the home market. What limits industrial 
production for the home market is the 
smail agricultural surplus of that 50 per 
cent or more of the labour market which is 
engaged in growing food fer home con- 
sumption. Transform ihis mass of flow 
ievel productivity and the whole picture 
changes. The LDCs cease to have to import 
food, and instead penetrate the rising 
world market for cereais, beef and feeding- 
stuffs. The factoral terms of trade move 
dramatically in favour of the tracitional 
tropical agricultural croos, and the home 
market for industrial products and high 
level services becomes the engine of 
growth. These countries on becoming 
richer wouid do absoluleiy more trade than 
they do at present, but it would be more 
varied, and would aiso be in smaller 
proportion to national income, if the import 
propensities of today’s rich countries are 
any guide. 


In sum, international trade became 
an engine of growth in the nineteenth 
century, but this is not iis proper role. 
The engine of growth shouid be tech- 
nological change, with international trade 
serving as lubricating oil and not as fuel. 
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The gateway to technological change is 
through agricuitural and industrial re. 
volutions, which are mutually dependent. 
international trade cannot suvstituie for 
technological change, so those wha de. 
pend on it as their major hone are doomed 
to frustration. The most imporiant item on 
the agenda of development is to transform 
the fond sector, create agricuitural 


surpluses to feed the urban population, 
and thereby create the domestic oasis far 
industry and modern services. if we can 
make this domestic change, we shall 
automatically have a new international 
economic order. 
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